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United  States  Special  Operations  Command’s  Reporting  of  Real 
and  Personal  Property  Assets  on  the  FY  2000 
DoD  Agency-Wide  Financial  Statements 

Executive  Summary 


Introduction.  This  audit  was  performed  to  support  the  requirements  of  the  Chief  Finaneial 
Offieers  Aet  of  1990,  as  amended  by  the  Federal  Finaneial  Management  Aet  of  1994,  whieh 
requires  DoD  and  other  Government  ageneies  to  prepare  eonsolidated  finaneial  statements. 

This  report  is  the  seeond  in  a  series  of  reports  on  aeeounting  for  property,  plant,  and 
equipment  in  the  unified  eombatant  eommands.  The  first  report  indieated  that  Headquarters, 
Transportation  Command,  and  the  Air  Mobility  Command  eould  not  support  the  amounts 
reported  in  the  FY  2000  DoD  Ageney-Wide  Finaneial  Statements  for  property,  plant,  and 
equipment.  This  audit  supports  the  FY  2000  DoD  Ageney-Wide  Finaneial  Statements,  whieh 
inelude  a  reporting  entity  entitled  “Other  Defense  Organizations.”  The  Other  Defense 
Organizations-General  Fund  ineludes  a  eonsolidation  of  finaneial  information  from  various 
Defense  organizations  and  funds  that  use  the  Department  97  symbol.  The  U.S.  Speeial 
Operations  Command  is  the  only  unified  eombatant  eommand  that  is  ineluded  in  the  Other 
Defense  Organizations-General  Fund.  For  FY  2000,  the  Defense  Finanee  and  Aeeounting 
Serviee  reported  $675.8  million  in  assets  for  the  U.S.  Speeial  Operations  Command. 

Objectives.  Our  overall  audit  objeetive  was  to  determine  the  aeeuraey  of  the  unified 
eombatant  eommands’  reporting  of  real  and  personal  property  on  the  FY  2000  DoD  Ageney- 
Wide  Finaneial  Statements.  This  report  foeuses  solely  on  the  U.S.  Speeial  Operations 
Command.  Our  speeifie  audit  objeetive  was  to  determine  the  aeeuraey  of  the  U.S.  Speeial 
Operations  Command’s  reporting  of  real  and  personal  property  on  the  FY  2000  DoD  Ageney- 
Wide  Finaneial  Statements.  We  also  reviewed  the  management  eontrol  program  as  it  related  to 
real  and  personal  property  reporting. 

Results.  The  U.S.  Speeial  Operations  Command  did  not  aeeurately  report  the  value  of  its  real 
property  in  the  supporting  data  that  should  be  used  to  prepare  the  FY  2000  DoD  Ageney-Wide 
Finaneial  Statements.  As  a  result,  the  U.S.  Speeial  Operations  Command  understated  the 
amount  of  the  real  property  that  it  oeeupied  by  approximately  $1.2  billion. 

The  U.S.  Speeial  Operations  Command  did  not  aeeurately  report  the  value  of  its  personal 
property  in  its  supporting  data  for  the  FY  2000  DoD  Ageney-Wide  Finaneial  Statements.  In 
addition,  the  Defense  Finanee  and  Aeeounting  Serviee  Indianapolis  did  not  use  the  personal 
property  data  that  the  U.S.  Speeial  Operations  Command  reported.  As  a  result,  the 
U.S.  Speeial  Operations  Command  and  the  Defense  Finanee  and  Aeeounting  Serviee 
Indianapolis  understated  the  amount  of  personal  property  on  the  FY  2000  DoD  Ageney-Wide 


Financial  Statements  by  approximately  $79  million.  For  details  of  the  audit  results,  see  the 
Finding  seetion  of  the  report.  See  Appendix  A  for  details  of  the  review  of  the  management 
eontrol  program. 

On  Deeember  6,  2000,  DoD  established  the  Property,  Plant,  and  Equipment  Program 
Management  Offiee  to  eoordinate  and  oversee  DoD  efforts  to  resolve  existing  property,  plant, 
and  equipment  aeeountability,  aeeounting,  and  reporting  problems.  This  offiee  is  eomposed  of 
personnel  from  the  Offiee  of  the  Under  Seeretary  of  Defense  for  Aequisition,  Teehnology,  and 
Logisties  and  the  Under  Seeretary  of  Defense  (Comptroller).  Beeause  of  the  Property,  Plant, 
and  Equipment  Program  Management  Offiee ’s  efforts  to  ehange  the  preponderant  use  poliey, 
we  are  not  making  reeommendations  on  real  property  reporting  for  U.S.  Speeial  Operations 
Command. 

Summary  of  Recommendations.  We  reeommend  that  the  Under  Seeretary  of  Defense  for 
Aequisition,  Teehnology,  and  Logisties  and  the  Under  Seeretary  of  Defense  (Comptroller) 
provide  elarifying  guidanee  on  how  to  distinguish  between  the  property,  plant,  and  equipment 
of  the  U.S.  Speeial  Operations  Command  and  the  Military  Departments.  We  also  reeommend 
that  elarifying  guidanee  be  provided  on  how  to  differentiate  between  general  property,  plant, 
and  equipment  and  national  defense  property,  plant,  and  equipment;  and  how  to  aeeount  for 
and  report  automated  data  proeessing  equipment.  We  reeommend  that  the  Commander  in 
Chief,  U.S.  Speeial  Operations  Command,  develop  an  infrastrueture  for  finaneial  statement 
reporting,  and  develop  guidanee  for  reporting  real  and  personal  property  data  to  the  Defense 
Finanee  and  Aeeounting  Serviee  Indianapolis. 

Management  Comments.  The  Under  Seeretary  of  Defense  for  Aequisition,  Teehnology,  and 
Logisties  eoneurred  with  the  reeommended  poliey  ehanges  in  definitions  and  eriteria  for 
property,  plant,  and  equipment,  but  disagreed  that  the  Draft  DoD  5000. nn-M,  “Property, 

Plant,  and  Equipment,  ”  should  be  ehanged.  The  Under  Seeretary  stated  that  the  poliey 
ehanges  should  be  made  to  the  “DoD  Finaneial  Management  Regulation.”  The  Under 
Seeretary  agreed  to  work  with  the  Under  Seeretary  of  Defense  (Comptroller)  to  ensure  that 
sueh  ehanges  were  made. 

The  Under  Seeretary  of  Defense  (Comptroller)  agreed  to  elarify  poliey  on  identifying  what 
organization  should  report  speeifie  property,  plant,  and  equipment,  and  to  inelude  language  to 
more  elearly  assist  the  DoD  Components  in  reporting  automated  data  proeessing  equipment. 
However,  the  Under  Seeretary  did  not  agree  to  provide  elarifying  poliey  on  the  definition  of 
property,  plant,  and  equipment  as  general  or  National  Defense  until  the  Federal  Aeeounting 
Standards  Advisory  Board  issues  its  new  Federal  aeeounting  standard. 

The  Commander  in  Chief,  U.S.  Speeial  Operations  Command,  eoneurred  with  the 
reeommendations  and  has  already  instituted  plans  to  baseline  its  inventory  reporting 
requirements  and  plans  to  develop  and  issue  guidanee  for  property,  plant,  and  equipment 
reporting  throughout  the  Command. 

Audit  Response.  We  eonsider  the  comments  from  the  Under  Seeretary  of  Defense  for 
Aequisition,  Teehnology,  and  Logisties;  the  Under  Seeretary  of  Defense  (Comptroller);  and 
the  Commander  in  Chief,  U.S.  Speeial  Operations  Command,  to  be  responsive  to  the 
reeommendations.  Based  on  management  eomments,  we  modified  our  report  where 
appropriate.  See  the  Finding  seetion  for  a  diseussion  of  the  management  eomments,  and  the 
Management  Comments  seetion  for  the  eomplete  text. 
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Background 


This  audit  was  performed  to  support  the  requirements  of  Publie  Law  101-576,  the 
“Chief  Finaneial  Offieers  Aet  of  1990,”  November  15,  1990,  as  amended  by  Publie 
Law  103-356,  the  “Federal  Finaneial  Management  Aet  of  1994,”  Oetober  13,  1994.  In 
aeeordanee  with  the  Chief  Finaneial  Offieers  Aet  of  1990,  the  Inspeetor  General,  DoD, 
is  responsible  for  auditing  the  DoD  Consolidated  Finaneial  Statements.  Aeeurate 
reporting  of  all  real  and  personal  property  in  the  Military  Departments’  real  and 
personal  property  databases  is  essential  to  DoD  reeeiving  favorable  audit  opinions. 

This  report  is  the  seeond  in  a  series  of  reports  on  aeeounting  for  general  property, 
plant,  and  equipment  in  the  unified  eombatant  eommands.  The  first  report  indieated 
that  Headquarters,  U.S.  Transportation  Command,  and  the  Air  Mobility  Command 
eould  not  support  the  amounts  reported  in  the  FY  2000  DoD  Ageney-Wide  Finaneial 
Statements  for  property,  plant,  and  equipment. 

Operational  eontrol  of  the  U.S.  eombat  forees  is  assigned  to  the  nation’s  unified 
eombatant  eommands.  A  unified  eombatant  eommand  is  eomposed  of  forees  from  two 
or  more  Serviees,  has  a  broad  and  eontinuing  mission,  and  is  normally  organized  on  a 
geographieal  basis.  The  number  of  unified  eombatant  eommands  is  not  fixed  by  law  or 
regulation  and  may  vary  from  time  to  time.  Currently,  there  are  nine  unified  eombatant 
eommands.  The  U.S.  Speeial  Operations  Command  (USSOCOM)  is  one  of  the  nine. 

On  April  16,  1987,  USSOCOM  was  formally  established  as  a  unified  eombatant 
eommand  at  MaeDill  Air  Foree  Base,  Tampa,  Florida.  USSOCOM  is  eomposed  of 
Army,  Navy,  and  Air  Foree  Speeial  Operations  Forees.  The  USSOCOM  mission  is  to 
support  the  geographie  eommanders  in  ehief,  ambassadors  and  their  eountry  teams,  and 
other  Government  ageneies  by  preparing  speeial  operations  forees  to  sueeessfiilly 
eonduet  speeial  operations,  ineluding  eivil  affairs  and  psyehologieal  operations.  All 
speeial  operations  forees  of  the  Army,  Navy,  and  Air  Foree  based  in  the  United  States 
were  plaeed  under  USSOCOM. 

The  eomponent  eommands  of  USSOCOM  are  the  U.S.  Army  Speeial  Operations 
Command  (USASOC),  the  Naval  Speeial  Warfare  Command  (NSWC),  and  the  Air 
Foree  Speeial  Operations  Command  (AFSOC).  The  USASOC,  headquartered  at  Fort 
Bragg,  North  Carolina,  eommands  aetive  and  Army  Reserve  Speeial  Forees.  USASOC 
is  responsible  to  USSOCOM  for  the  readiness  of  Speeial  Forees,  Rangers,  and  speeial 
operations  aviation,  eivil  affairs,  and  psyehologieal  operation  units  for  deployment  to 
unified  eombatant  eommands  around  the  world.  The  NSWC,  loeated  in  Coronado, 
California,  is  responsible  to  USSOCOM  for  the  readiness  of  aetive  and  Naval  Reserve 
speeial  warfare  forees.  The  AFSOC,  loeated  at  Hurlburt  Field,  Florida,  is  responsible 
to  USSOCOM  for  the  readiness  of  aetive.  Air  Foree  Reserve,  and  Air  National  Guard 
speeial  operations  forees  for  worldwide  deployment. 


Objectives 


The  overall  audit  objeetive  was  to  determine  the  aeeuraey  of  the  unified  eombatant 
eommands’  reporting  of  real  and  personal  property  on  the  FY  2000  DoD  Ageney-Wide 
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Financial  Statements.  This  report  foeuses  solely  on  USSOCOM.  We  also  reviewed  the 
management  eontrol  program  as  it  related  to  the  reporting  of  real  and  personal 
property.  Our  speeifie  audit  objeetive  was  to  determine  the  aeeuraey  of  the  USSOCOM 
reporting  of  real  and  personal  property  on  the  DoD  Ageney-Wide  finaneial  statements. 
See  Appendix  A  for  a  diseussion  of  the  audit  seope  and  methodology  and  the  review  of 
the  management  eontrol  program. 
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Accuracy  of  USSOCOM  Real  and  Personal 
Property  Assets  on  the  FY  2000  DoD 
Agency-Wide  Financial  Statements 

USSOCOM  did  not  accurately  report  the  value  of  its  real  and  personal  property 
in  the  finaneial  reports  provided  to  the  Defense  Finanee  and  Aeeounting  Serviee 
(DFAS)  Indianapolis.  In  addition,  DFAS  did  not  use  USSOCOM  finaneial  data 
for  personal  property  in  generating  the  balanee  sheets  for  the  Other  Defense 
Organizations  and  the  FY  2000  DoD  Ageney-Wide  Finaneial  Statements.  These 
problems  oeeurred  beeause: 

•  USSOCOM  had  not  implemented  speeifie  guidanee  on  the  applieation  of 
the  preponderant  use  poliey  for  real  property; 

•  DoD  ehanged  the  reporting  requirements  for  USSOCOM  without 
providing  USSOCOM,  as  a  unified  eombatant  eommand,  the  guidanee 
and  authority  needed  to  properly  exeeute  the  reporting  requirements;  and 

•  USSOCOM  did  not  have  the  infrastrueture  needed  to  aeeurately  report 
real  and  personal  property. 

As  a  result,  in  USSOCOM  finaneial  data,  an  estimated  $1.2  billion  in  real 
property  was  not  reported  and  the  value  of  USSOCOM  personal  property  was 
understated  by  at  least  $79  million. 

DOD  Financial  Report  Compilation 


Uniqueness  of  USSOCOM.  USSOCOM  has  the  responsibility  for  managing  a 
separate  major  foree  program  through  its  own  separate  funding.  This  separate  funding 
ensures  that  the  speeial  operations  foree  program  has  visibility  at  the  DoD  and 
eongressional  levels.  The  Commander  in  Chief  of  USSOCOM  is  the  sole  unified 
eommander  with  responsibility  for  planning,  programming,  and  budgeting  of  military 
forees.  In  addition,  the  Commander  in  Chief  of  USSOCOM  is  responsible  for  speeial 
operations-peeuliar  equipment,  materials,  supplies,  and  serviees,  whieh  have  no 
Serviee-eommon  requirement.  The  definition  of  speeial  operations-peeuliar  also 
ineludes  modifieations  approved  by  the  Commander  in  Chief,  USSOCOM,  for 
applieation  to  standard  items  and  serviees  used  by  other  DoD  forees;  and  items  and 
serviees  approved  by  the  Commander  in  Chief,  USSOCOM,  as  eritieally  urgent  for  the 
immediate  aeeomplishment  of  a  speeial  operations  aetivity. 

USSOCOM  is  the  only  unified  eombatant  eommand  reported  under  the  Other  Defense 
Organizations  (ODO)  -  General  Funds  eolumn  of  the  FY  2000  DoD  Ageney-Wide 
Finaneial  Statements.  The  finaneial  aspeets  of  the  other  unified  eombatant  eommands 
are  reported  through  their  exeeutive  agents  or  in  the  ease  of  the  U.S.  Transportation 
Command,  under  the  Working  Capital  eolumn  for  ODO. 

In  the  DoD  Ageney-Wide  finaneial  statements,  DFAS  ineludes  finaneial  data  for  the 
ODO  General  Fund,  whieh  ineludes  various  DoD  organizations  not  eovered  in  the 
statements  required  by  the  Offiee  of  Management  and  Budget.  Speeifieally,  the  ODO 
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includes  the  entities  using  funds  and  aeeounts  with  Treasury  Index  No.  97 
(Department  97)  appropriations  and  the  portion  of  the  Department  97  funds 
suballoeated  to  the  Military  Departments. 

DFAS  Responsibilities.  DoD  Regulation  7000. 14-R,  the  “DoD  Finaneial  Management 
Regulation”  (DoD  FMR),  volume  6,  “Reporting  and  Poliey  Proeedures,” 

Fe&uary  1996,  defines  the  roles  and  responsibilities  of  DFAS  and  its  eustomers 
regarding  finaneial  statement  preparation.  Volume  6  requires  DFAS  to  establish 
proeedures  to  ensure  that  the  proeess  for  preparing  finaneial  statements  is  eonsistent, 
timely,  and  auditable,  and  that  eontrols  are  in  plaee  to  provide  for  the  aeeuraey  of  the 
reports.  DFAS  Indianapolis  is  the  aeeounting  organization  responsible  for 
eonsolidating  the  ODO  finaneial  statement  data  from  all  DFAS  organizations.  For 
ODO  eomponents  sueh  as  USSOCOM,  eaeh  DFAS  eenter  reports  for  its  respeetive 
eomponent. 

USASOC  reported  the  portion  of  its  general  property,  plant,  and  equipment  (PP&E) 
belonging  to  units  that  had  not  migrated  to  the  Defense  Property  Aeeountability  System 
to  DFAS  Orlando.  NSWC  reported  part  of  its  general  PP&E  data  to  the  Navy 
Finaneial  Management  Offiee  for  reporting  on  the  Navy  finaneial  statements.  In 
addition,  NSWC  responded  to  a  USSOCOM  data  eall  and  reported  general  PP&E  to 
USSOCOM  that  it  had  not  reported  to  the  Navy.  AFSOC  reported  PP&E  data  for 
speeial  operations-peeuliar  equipment  to  USSOCOM. 


Real  Property  Guidance,  Responsibilities,  and  Accountability 


USSOCOM  did  not  aeeurately  report  the  value  of  its  real  property  in  the  finaneial 
reports  sent  to  DFAS  Indianapolis.  This  oeeurred  beeause  USSOCOM  had  not 
implemented  the  Under  Seeretary  of  Defense  (Comptroller)  (USD[C])  poliey  on 
preponderant  use.  As  a  result,  an  estimated  $1.2  billion  for  real  property  was  not 
reported  in  USSOCOM  FY  2000  finaneial  reports  to  DFAS. 

General  PP&E  Regulations.  The  DoD  FMR  provides  aeeounting  guidanee  for  PP&E. 
The  regulation  states  that  assets  shall  be  assigned  a  dollar  value  that  is  supported  by 
souree  doeuments  that  refleet  the  eost  of  all  transaetions  affeeting  the  DoD 
Component’s  investment  in  the  general  PP&E  assets.  In  addition,  the  DoD  FMR 
ineludes  a  seetion  on  the  “Treatment  When  the  Preponderant  User  of  an  Asset  is  Not 
the  Owner  or  DoD  Component  that  Finaneed  the  Asset.  ”  This  seetion  states  that  DoD 
Components  shall  only  report  predominately  used  general  PP&E  assets  owned  by  other 
DoD  Components  when  the  eost  of  those  assets,  taken  as  a  whole,  are  material  to  the 
predominant  user  Component’s  finaneial  statements.  This  is  in  keeping  with  the 
eoneept  that  eaeh  entity’s  full  eost  should  ineorporate  the  full  eost  of  goods  and  serviees 
that  it  reeeives  from  other  entities.  The  reeognition  of  full  eost  is  limited  to  material 
items  or  amounts  that  are  signifieant  to  the  reeeiving  entity  and  form  an  integral  or 
neeessary  part  of  the  reeeiving  entity’s  output. 

In  the  ease  of  USSOCOM  and  its  eomponents,  they  do  not  own  real  property,  but  they 
are  the  preponderant  users  of  some  real  property  on  Army,  Navy,  and  Air  Foree 
installations.  Even  though  USSOCOM  may  have  finaneed  the  eonstruetion  of  a 
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building  or  the  renovation  of  an  asset  in  some  eases,  the  Military  Departments  still  own 
the  property  and  maintain  the  detailed  reeords  for  it.  As  a  result,  USSOCOM  and  its 
eomponents  must  rely  on  the  reeord  keeping  of  the  Military  Departments. 

Guidance  from  Headquarters  USSOCOM.  USSOCOM  had  not  issued  implementing 
guidanee  for  the  preponderant  use  poliey.  This  oeeurred  beeause  of  diseussions  held 
between  the  USD(C)  and  USSOCOM.  USD(C)  gave  verbal  instruetions  to  USSOCOM 
to  suspend  the  fmaneial  reporting  of  real  property  pending  an  upeoming  ehange  in  the 
preponderant  use  poliey  for  real  property.  As  a  result,  the  Military  Departments 
reported  the  real  property  that  USSOCOM  and  its  eomponents  oeeupied. 

The  FY  2000  DoD  Ageney-Wide  Finaneial  Statements  were  not  understated  by  the 
value  of  real  property  oeeupied  by  USSOCOM.  However,  the  USD(C)  guidanee  that 
was  eurrent  as  of  April  2000  required  that  USSOCOM  report  the  value  of  the  real 
property  that  it  oeeupied.  Beeause  real  property  was  material  to  USSOCOM,  the 
omission  of  the  $1.2  billion  had  a  material  effeet  on  the  USSOCOM  fmaneial  reports. 

Potential  Changes  in  DoD  Guidance.  On  December  6,  2000,  DoD  established  the 
PP&E  Program  Management  Office  to  coordinate  and  oversee  DoD  efforts  to  resolve 
existing  PP&E  accountability,  accounting,  and  reporting  problems.  This  office  is 
composed  of  personnel  from  the  Office  of  the  Under  Secretary  of  Defense  for 
Acquisition,  Technology,  and  Logistics  (OUSD[AT&L])  and  the  USD(C).  Because  of 
the  current  PP&E  Program  Management  Office’s  efforts  to  change  the  preponderant 
use  policy,  we  are  not  making  recommendations  on  real  property  reporting  for 
USSOCOM. 

Estimated  Reportable  Amounts.  To  determine  whether  real  property  was  material  to 
USSOCOM  financial  reports,  we  focused  our  audit  effort  on  obtaining  an  estimate  for 
the  dollar  value  of  the  USSOCOM  occupied  buildings  to  include  improvements  and 
renovation  costs.  We  held  discussions  with  engineering  personnel  to  obtain  the 
acquisition  cost  of  the  completed  buildings,  improvements,  and  renovations.  This  data 
is  listed  in  Table  1. 


Table  1.  USSOCOM  Facilities  and  Estimated  Costs 


Component 

Number  of  Facilities 

Acquisition  Costs 

USSOCOM 

6 

$  8,507,298 

USASOC 

1,983* 

801,309,909 

NSWC 

210 

169,160,520 

AFSOC 

433 

262,130,556 

Total 

2,632 

$1,241,108,283 

*Due  to  the  Integrated  Facilities  System  database  format,  both  additions  and  modifications  were 
uniquely  included  in  the  facilities  count  total. 


5 


Personal  Property  Guidance,  Responsibilities,  and  Accountability 


FY  2000  was  the  first  year  that  the  USD(C)  required  that  USSOCOM  provide  its 
finaneial  information  for  inelusion  in  the  DoD  Ageney-Wide  finaneial  statements. 
However,  neither  the  USD(C)  nor  the  OUSD(AT&L)  had  developed  the  polieies 
needed  to  meet  the  unique  property  aeeountability  and  reporting  requirements  of  a 
unified  eombatant  eommand.  DoD  foeused  its  polieies  for  property  aeeountability  and 
reporting  toward  the  Military  Departments.  In  addition,  to  aeeurately  report  all  of  its 
property,  USSOCOM  was  dependent  on  the  property  aeeountability  systems  of  the 
Military  Departments.  OUSD(AT&L)  should  have  provided  guidanee  to  Military 
Departments  defining  what  property  should  be  reported  by  USSOCOM  and  what 
property  should  be  reported  by  the  Military  Departments,  as  well  as  elarifieation  of 
property  elassifieation.  Without  this  guidanee,  USSOCOM  eould  not  develop  guidanee 
for  dissemination  to  its  eomponents.  Consequently,  eaeh  USSOCOM  eomponent 
adhered  to  DoD  or  Serviee-speeifie  guidanee,  neither  of  whieh  was  entirely  applieable 
or  adequate. 

DoD  Guidance.  DoD  did  not  have  eriteria  to  enable  USSOCOM  and  its  eomponents  to 
eonsistently  determine  whether  USSOCOM  or  the  Military  Departments  were 
aeeountable  for  the  personal  property  that  USASOC,  NSWC,  and  AFSOC  used. 
Speeifieally,  the  DoD  FMR  did  not  provide  adequate  property  aeeountability  and 
reporting  guidanee  for  a  unified  eombatant  eommand  sueh  as  USSOCOM.  Draft 
DoD  5000. nn-M,  “Property,  Plant,  and  Equipment  Aeeountability”  (PP&E  manual), 
Oetober  1999,  was  more  responsive  than  the  DoD  EMR  on  the  requirements  for 
aeeountability  reeords  and  aeeountability  systems.  However,  the  PP&E  manual  did  not 
eompletely  resolve  the  shorteomings  in  the  DoD  PP&E  poliey.  In  a  January  19,  2000, 
memorandum,  the  OUSD(AT&L)  direeted  the  PP&E  manual’s  implementation 
although  it  has  not  been  finalized. 

OUSD(AT&L)  Policy  Responsibilities.  The  OUSD(AT&L)  is  responsible  for 
PP&E  aeeountability  ineluding  systems  poliey  and  oversight.  The  OUSD(AT&L)  has 
developed  and  issued  the  PP&E  manual  to  standardize  aeeountability  and  reporting 
proeedures  for  PP&E  aeross  the  DoD  Components  to  inelude  unified  eombatant 
eommands.  However,  the  PP&E  manual  did  not  elearly  define  property  aeeountability 
and  reporting  when  both  the  Military  Department  and  a  unified  eombatant  eommand 
used  the  same  reportable  property.  In  addition,  it  did  not  elearly  define  the  property 
elassifieation  differenees  between  general  PP&E  and  national  defense  PP&E. 

USD(C)  Policy  Responsibilities.  The  USD(C)  is  responsible  for  issuing 
guidanee  to  DoD  Components  that  governs  finaneial  management  by  establishing  and 
enforeing  requirements,  prineiples,  standards,  systems,  proeedures,  and  praetiees 
neeessary  to  eomply  with  finaneial  management  statutory  and  regulatory  requirements 
applieable  to  DoD.  The  USD(C)  issued  the  DoD  EMR  for  this  purpose.  The  USD(C) 
regulation  goes  with  the  PP&E  manual  for  property  finaneial  reporting.  However,  the 
USD(C)  did  not  provide  further  elarifieation  on  property  reporting  or  property 
elassifieation. 

DoD  Components  Policy  Responsibilities.  The  DoD  Components  are  required 
to  ensure  that  both  sets  of  polieies  are  followed.  The  OUSD(AT&L)  and  the  USD(C) 
must  approve  the  implementing  instruetions  or  guidanee  before  issuanee.  The  Military 
Departments  provided  implementing  regulations;  however,  USSOCOM  and  its 
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components  used  multiple  eriteria  sourees  with  generie  DoD  or  Serviee-speeifie  foeus, 
and  did  not  have  any  overarehing  property  aeeountability  and  reporting  guidanee  that 
was  applieable  eommand-wide. 

Need  for  Better  Guidance  for  USSOCOM.  The  draft  PP&E  manual  sets  the 
requirements  needed  to  ensure  that  there  is  suffieient  information  to  allow  DoD 
fmaneial  managers  to  properly  report  PP&E  information  in  annual  finaneial  statements. 
The  main  requirement  is  the  establishment  of  aeeountable  offieers  and  aeeountability 
reeords  by  the  DoD  Components.  The  aeeountable  offieer  is  responsible  for  the  proper 
use,  eare,  eustody,  safekeeping,  reeord  keeping,  and  disposition  of  the  assets.  The 
aeeountability  system  must  have  the  eapability  to  allow  the  DoD  Components  to 
ealeulate  depreeiation  or  interfaee  with  a  system  that  ealeulates  depreeiation.  The 
system  must  also  have  the  eapability  to  modify  the  eapitalization  threshold,  if  the 
threshold  ehanges.  In  addition,  the  aeeountability  system  shall  eategorize  PP&E  as 
general  or  national  defense  upon  delivery  or  aeeeptanee  to  an  end  user. 

Property  Accountability.  USSOCOM  component  commands  used  the  regulations  of 
their  executive  agents  to  determine  which  property  should  be  reported  to  USSOCOM 
Headquarters  versus  the  Military  Departments.  The  use  of  different  regulations  created 
the  inconsistency  in  reporting. 

USASOC.  USASOC  used  Army  Regulation  71-32,  “Eorce  Development  and 
Documentation  -  Consolidated  Policies,”  March  3,  1997,  to  distinguish  between  Army 
and  USSOCOM-accountable  general  PP&E.  The  regulation  states  that  the  Tables  of 
Organization  and  Equipment  and  Tables  of  Distribution  and  Allowance  are  the  sources 
for  Army  equipment  authorization.  The  special  operations-peculiar  equipment  as  well 
as  the  Service-common  equipment  used  by  USASOC  were  included  in  the  Tables  of 
Organization  and  Equipment  and  Tables  of  Distribution  and  Allowances.  As  a  result, 
USASOC  considered  the  Army  to  be  the  owner  of  all  of  its  equipment  and 
consequently,  responsible  for  reporting  the  equipment  on  Army  general  fund  financial 
statements. 

NSWC.  NSWC  used  Navy  policy  and  guidance  for  reporting  general  PP&E. 

On  September  15,  2000,  the  Department  of  the  Navy  issued  a  data  call  for  the  EY  2000 
Department  of  the  Navy  General  Eund  Einancial  Statements.  Eor  PP&E,  the  Navy 
tasked  NSWC  to  report  only  those  items  not  included  in  Navy  systems  and  to  exclude 
all  items  reported  by  other  Navy  entities.  However,  the  instructions  did  not  take 
USSOCOM  into  consideration.  NSWC  uses  equipment  purchased  by  both  USSOCOM 
and  the  Navy.  NSWC  reported  $6.9  million  of  general  PP&E  to  the  Navy  because  that 
equipment  was  not  included  in  the  Navy  systems.  However,  none  of  the  DoD  guidance 
could  be  used  to  determine  to  whom  the  $6.9  million  of  equipment  belonged.  In 
addition,  NSWC  did  not  report  $1.7  million  of  the  construction  and  engineering  support 
equipment  because  the  equipment  was  resident  in  a  Navy  system. 

AFSOC.  AESOC  used  Air  Eorce  policy  and  guidance  for  reporting  general 
PP&E.  Air  Eorce  Manual  23-110,  volume  4,  part  2,  “Air  Eorce  Equipment 
Management  System”  (AEEMS),  chapter  1,  January  4,  2000,  states  that  AEEMS 
enables  the  Air  Eorce  to  determine,  authorize,  account  for,  and  report  the  types  and 
quantities  of  equipment  required  for  accomplishing  the  Air  Eorce  mission.  The 
Air  Eorce  manual  does  not  specify  what  equipment  should  be  reported  by  USSOCOM. 
Because  AESOC  is  not  a  reporting  entity  within  AEEMS,  AEEMS  did  not  have  the 
special  coding  needed  to  extract  USSOCOM  funded  assets.  Therefore,  to  identify  the 
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assets  for  which  USSOCOM  was  accountable,  AFSOC  logistics  personnel  first 
assembled  a  composite  listing  of  USSOCOM  funded  items.  Secondly,  they  extracted 
authorization  data  from  AFEMS  containing  all  assets  loaded  with  AFSOC  as  the 
owning  command.  The  AFSOC  logistics  personnel  compared  the  list  of  AFSOC 
authorized  assets  to  the  list  of  USSOCOM  funded  assets  to  generate  a  single  listing  of 
items  that  were  USSOCOM  funded  and  special  operations-peculiar. 

Property  Classification.  For  FY  2000,  only  general  PP&E  had  to  be  reported  on  the 
balance  sheet.  However,  in  addition  to  the  ambiguity  of  what  property  should  be 
reported  by  USSOCOM,  the  question  of  what  is  general  PP&E  as  opposed  to  national 
defense  PP&E  surfaced.  In  addition,  USSOCOM  also  needed  guidance  to  consistently 
define  Automated  Data  Processing  (ADP)  equipment. 

General  or  National  Defense  PP&E.  USSOCOM  lacked  the  guidance  for 
determining  whether  to  classify  PP&E  as  general  or  national  defense  PP&E.  The 
DoD  EMR  and  the  draft  PP&E  manual’s  definition  for  mission  support  PP&E,  one  of 
the  national  defense  categories  of  PP&E,  fit  many  equipment  items  that  would 
otherwise  be  classified  as  general  PP&E.  Some  of  NSWC’s  construction  and 
engineering  support  equipment  and  about  50  percent  of  AESOC’s  aircraft  maintenance 
equipment  that  was  special  operations-peculiar  could  be  classified  as  mission  support 
PP&E.  The  critical  difference  between  mission  support  equipment  and  general  PP&E 
lies  in  whether  the  equipment  is  deployable  and  how  deployable  is  defined.  Mission 
support  PP&E  is  defined  as  deployable  PP&E  that  is  essential  to  the  effective  operation 
of  a  weapons  system  or  is  used  by  the  Military  Departments  to  effectively  perform  a 
military  mission.  The  unique  structure  of  USSOCOM  means  that  many  of  the  units  of 
its  service  components  are  permanently  deployed  outside  of  the  United  States.  In  many 
cases  as  with  AESOC  maintenance  equipment,  a  piece  of  equipment  was  considered 
general  PP&E  if  it  was  assigned  to  a  unit  at  Hurlburt  Eield,  Elorida,  but  was  considered 
to  be  national  defense  PP&E  if  it  was  assigned  to  an  overseas  unit.  Without 
implementing  guidance,  USSOCOM  Headquarters  and  each  of  its  Service  components 
will  continue  to  categorize  the  equipment  differently. 

ADP  Systems  or  ADP  Components.  USSOCOM  did  not  have  guidance  to 
apply  the  EMR  criteria  on  accounting  for  and  reporting  ADP  equipment.  The  EMR 
states  that  “an  ADP  system  for  accounting  and  financial  statement  reporting  purposes 
consists  of  dedicated  equipment  or  components  linked  together  and  used  in  the 
performance  of  a  service  or  function  in  support  of  a  mission  of  a  DoD  Component, 
command,  or  installation.  ”  In  addition,  the  guidance  states  that  ADP  systems  for  the 
purpose  of  this  definition  and  the  requisite  accounting  treatment  are  typically  referred  to 
as  mainframe  or  mini  computer  systems,  and  generally,  do  not  include  personal 
computers  linked  to  a  central  server  and  used  in  an  office  environment.  USSOCOM 
needed  guidance  that  specifically  addressed  the  kind  of  ADP  equipment  that  the 
command  used,  for  example,  the  Command,  Control,  Communications,  Computers, 
and  Intelligence  Automated  System  (C4IAS).  C4IAS  is  the  local  area  network  and 
wide  area  network  for  USSOCOM,  and  is  comprised  of  personal  computers  linked  to 
central  servers.  C4IAS  is  a  Special  Operations  Eorces-wide  system  of  ADP  equipment 
and  databases.  The  system  integrates  the  USSOCOM  automation  information  systems 
into  a  management  information  system  that  supports  the  interchange  of  knowledge 
among  commanders  and  operations  and  support  personnel.  Although  the  C4IAS  uses 
personal  computers,  the  high  cost  components  of  the  systems  are  the  servers  and  other 
major  end  items.  The  EMR  does  not  provide  clear  guidance  on  whether  the  C4IAS  can 
be  considered  as  an  ADP  system.  Also,  it  is  unclear  whether  USSOCOM  should 
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aggregate  the  C4IAS  major  end  items  to  determine  how  to  define  the  system.  For 
example,  should  the  system  be  defined  as  the  entire  loeal  area  network  and  wide  area 
network,  exeluding  the  personal  eomputers  and  peripheral  items.  Beeause  of  the  laek  of 
elear  guidanee,  USSOCOM  did  not  eategorize  the  C4IAS  as  an  ADP  system  or  as  ADP 
eomponents.  As  a  result,  USSOCOM  and  its  Serviee  Components  did  not  report  the 
C4IAS  equipment  for  inelusion  on  the  FY  2000  DoD  Ageney-Wide  Finaneial 
Statements.  The  C4IAS  had  an  aequisition  eost  of  at  least  $40  million,  exeluding  the 
personal  eomputers  and  peripheral  equipment. 

USSOCOM  Personal  Property  Infrastructure 


USSOCOM  had  not  developed  an  infrastrueture,  speeifieally  a  database  and  proeesses 
and  proeedures  for  property  aeeountability  that  would  faeilitate  aeeurate  general  PP&E 
reporting  at  the  headquarters  level.  This  situation  oeeurred  beeause  USSOCOM  had 
not  implemented  the  draft  PP&E  manual  that  required  that  eaeh  organization  establish  a 
system  that  would  aeeount  for  property.  The  PP&E  manual  has  been  approved  and  is 
in  the  proeess  of  being  issued  in  final  form.  As  previously  stated,  the  OUSD(AT&L) 
direeted  in  a  January  19,  2000,  memorandum  that  the  PP&E  manual  be  implemented 
although  it  has  not  been  finalized.  The  PP&E  manual  states  that  DoD  eomponents  will 
maintain  a  formal  set  of  PP&E  aeeountable  reeords  in  an  aeeountability  system.  Some 
of  the  minimum  requirements  for  aeeountability  PP&E  reeords  inelude  asset 
elassifieation  as  general  or  national  defense  PP&E,  aequisition  eost  and  date,  asset 
deseription,  loeation,  and  quantity  information. 

In  addition,  the  equipment  used  by  the  eomponent  eommands  was  aeeounted  for  in  the 
individual  Serviees’  aeeountability  systems.  USSOCOM  had  not  developed  the 
proeesses  to  retrieve  aeeurate,  eomplete,  and  eonsistent  data  from  the  Serviee  systems, 
or  to  analyze  the  data  reeeived.  Speeifieally,  USSOCOM  and  its  eomponents  used 
multiple  databases,  sueh  as  logistieal  and  ADP  systems  to  eapture  general  PP&E  data, 
and  of  the  available  databases,  only  one  had  an  aeeounting  module  with  the  requisite 
data  elements  and  eontrols  for  general  PP&E  finaneial  statement  reporting. 

Special  Operations  Forces  Sustainment,  Asset  Visibility,  and  Information 
Exchange.  USSOCOM  use  of  a  logisties  system  did  help  provide  some  information  on 
speeial  operations-peeuliar  equipment.  USSOCOM  had  a  logisties  system  ealled  the 
Speeial  Operations  Eorees  Sustainment,  Asset  Visibility,  and  Information  Exehange 
(SSAVIE) '  whieh  provided  a  support  system  for  USSOCOM  aequisition  and 
sustainment  programs.  The  purpose  of  SSAVIE  was  to  provide  a  single  site  that 
identified  speeial  operations-peeuliar  equipment  and  its  support  strueture;  and  eonneeted 
to  repair  and  supply  support  sites,  program  managers,  and  speeial  operations  logisties 
data. 


‘  SSAVIE  is  a  logistics  support  system,  not  a  property  aeeountability  system. 
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USSOCOM  also  used  SSAVIE  to  provide  baseline  personal  property  data  that  the 
eommand  used  in  its  FY  2000  data  eall  to  its  eomponents  for  the  Chief  Finaneial 
Offieer  Aet  finaneial  statement  reporting. 

USSOCOM  ADP  databases.  The  USSOCOM  used  ADP  databases  for  traeking  its 
ADP  equipment,  but  identified  several  substantive  issues  on  ADP  equipment 
aeeountability  and  eontrol;  speeifieally  that: 

•  hardware  and  software  were  aequired  via  multiple  fund  sourees  and  delivered 
to  individual  offiees  without  appropriate  property  labels  and  bareode 
information, 

•  multiple  databases  were  used  to  eapture  duplieate  information, 

•  inventory  data  were  not  eomplete  nor  was  there  an  automated  eapability  to 
aeeess  all  repositories  to  generate  information  for  deeision-makers, 

•  direetives  and  regulations  were  outdated  and  did  not  refleet  the  eurrent 
Headquarters  USSOCOM  organizational  strueture,  and 

•  USSOCOM  laeked  elearly  defined  proeedures  and  tools  and  offiees  of  primary 
responsibility  to  ensure  aeeountability  and  eontrol  of  inventory. 

The  USSOCOM  proposed  eorreetive  aetions  ineluded  establishing  a  baseline  of  the  on- 
hand  inventory,  identifying  proeedures  to  ensure  eontrol  of  baseline  information,  and 
doeumenting  Ae  poliey  in  USSOCOM  direetives. 

In  addition  to  the  issues  that  USSOCOM  identified,  whieh  were  substantiated  during 
this  audit,  the  eommand  had  other  ADP  issues.  For  example,  the  ADP  databases  did 
not  eontain  aequisition  eosts  or  dates,  or  depreeiation  information.  The  ADP  database 
inadequaeies  made  it  impossible  to  determine  the  net  book  value  of  the  $40  million  of 
C4IAS  equipment  using  either  an  ADP  system  or  eomponent  approaeh. 

Military  Department  Databases.  USSOCOM  used  a  eombination  of  Serviee-speeifie 
property  aeeountability  systems  at  eaeh  of  its  eomponents,  in  eonjunetion  with  its  own 
database  of  speeial  operations-peeuliar  equipment.  Faeh  Military  Department  has  at 
least  one  database  for  eapturing  personal  property.  However,  the  USSOCOM  internal 
eontrols  over  the  proeess  did  not  eonsider  the  eomparability  or  eonsisteney  of  the  data 
from  the  disparate  systems.  Faeh  of  the  Serviee  systems  traeked  equipment  by  systems 
and  polieies  that  were  different  from  those  of  the  other  Serviees.  Consequently, 
USSOCOM  did  not  have  assuranee  that  all  of  the  equipment  was  ineluded  in  a  property 
aeeountability  system. 

Table  2  lists  the  USSOCOM  and  serviee  eomponent  databases  and  summarizes  the 
varied  sourees  of  personal  property  data.  The  table  also  highlights  the  faet  that: 

•  general  PP&E  data  were  fragmented, 

•  USSOCOM  did  not  have  an  automated  eapability  to  aeeess  and  eompile  all 
general  PP&E  data  to  generate  finaneial  statement  data,  and 
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•  USSOCOM  lacked  clearly  defined  procedures  and  tools  to  ensure  accountability 
and  control  of  general  PP&E. 


Table  2.  USSOCOM  and  Component  Databases 

Component 

Database 

Equipment 

Accounting 

Type 

System 

Affiliated 

HQ  SOCOM 

ADP 

ADP  Equipment 

N 

HQ  SQCQM 

AEEMS 

General  PP&E  (Varied) 

N 

HQ  SQCQM 

SSAVIE 

Special  Qperations  Eorces  PP&E 

N 

USASQC 

DPAS 

General  PP&E  (Varied) 

Y 

USASOC 

SPBS-R 

National  Defense  PP&E 

N 

NSWC 

ADP 

ADP  Equipment 

N 

NSWC 

CASEMIS 

CESE 

N 

NSWC 

TQA 

General  PP&E  (Varied) 

N 

AFSQC 

AEEMS 

General  PP&E  (Varied) 

N 

AFSQC 

IPMS 

ADP  Equipment 

N 

AFSQC 

MEDLQG 

Medical  Equipment 

N 

CASEMIS 

Construction  and  Engineering  Support  Equipment  Management 

Information  System 

CESE 

Construction  and  Engineering  Support  Equipment 

DPAS 

Defense  Property  Accountability  System 

HQ 

Headquarters 

IPMS 

Information  Processing  Management  System 

MEDLQG 

Medical  Logistics  System 

SPBS-R 

Standard  Property  Book  System  -  Revised 

TOA 

Table  of  Qrganization  and  Allowance 

USSOCOM  Personal  Property  Reporting 

Neither  USSOCOM  nor  DFAS  Indianapolis  had  established  management  controls  that 
identified  how  USSOCOM  personal  property  value  should  be  reported  to  DFAS 
Indianapolis  for  inclusion  in  the  DoD  Agency-Wide  financial  statements.  For  FY  2000, 
DFAS  Indianapolis  used  data  calls  for  obtaining  general  PP&E  data  for  the  ODO 
general  fund  financial  statements.  USSOCOM  initiated  the  data  call  to  its  components 
as  a  result  of  the  data  call  from  DFAS  Indianapolis.  However,  the  data  call  responses 
from  the  USSOCOM  components  did  not  provide  consistent  and  accurate  information. 
This  situation  occurred  because  USSOCOM  did  not  have  guidance  to  direct  the 
components  to  report  personal  property  data  to  USSOCOM  so  that  it  could  report  to 
DFAS  Indianapolis.  As  a  result,  USSOCOM  reported  $50  million  for  personal 
property.  However,  the  $50  million  reflected  the  acquisition  cost  only,  and  did  not 
include  amounts  for  annual  depreciation,  or  a  prior  period  adjustment  for  the 
accumulated  depreciation  that  had  not  been  previously  reported.  In  addition,  the 
$50  million  did  not  reflect  the  value  of  ah  of  USSOCOM  reportable  personal  property. 

The  DFAS  Indianapolis  team  that  was  responsible  for  ODO  did  not  include  the 
USSOCOM  reported  personal  property  in  the  DoD  Agency-Wide  balance  sheet.  DFAS 
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did  not  include  the  personal  property  beeause  the  team  did  not  believe  that  the  assets 
that  USSOCOM  reported  via  its  data  eall  response  belonged  to  USSOCOM.  DFAS 
Indianapolis’  position  was  that  the  assets  were  not  USSOCOM-owned  beeause  only 
USASOC  had  reported  personal  property  through  the  trial  balanee  proeess,  and  the 
equipment  was  assoeiated  with  Army  fiseal  station  numbers.  In  addition,  DFAS 
Indianapolis  interpreted  the  property  aeeountability  guidanee  in  the  DoD  FMR  to  mean 
that  the  Military  Departments  owned  the  equipment  that  the  USSOCOM  eomponents 
used.  As  a  result  of  the  USSOCOM  and  DFAS  management  eontrol  issues,  at  least 
$79  million  of  USSOCOM  personal  property  was  not  ineluded  in  the  DoD 
Ageney-Wide  finaneial  statements. 

Table  3  provides  the  audit  estimates  of  the  personal  property  that  USSOCOM  should 
have  reported.  The  differenee  in  the  audit  estimates  and  the  USSOCOM  reported 
amounts  oeeurred  beeause  USSOCOM  did  not  inelude  the  eosts  of  two  major  systems, 
SCAMPI^  (not  an  aeronym)  and  C4IAS.  In  addition,  USSOCOM  reported  personal 
property  quantities  that  did  not  mateh  those  that  the  exeeutive  agents  for  eaeh 
eomponent  eommand  provided  to  us.  Table  3  also  illustrates  the  faet  that  reporting  by 
USSOCOM  did  not  refleet  the  net  book  value  of  the  personal  property  for  whieh 
USSOCOM  was  aeeountable.  The  audit  estimate  also  does  not  refleet  net  book  value, 
but  refleets  aequisition  eosts  for  the  equipment  beeause  depreeiation  information  was 
not  available. 


Table  3. 

Calculation  and  Comparison  of  USSOCOM 

Personal  Property  Costs 

Component 

Audit  Estimates 

USSOCOM  Results 

USSOCOM-Wide 
SCAMPI  Program* 
C4IAS  Program 
USASOC 

NSWC 

AFSOC 

$15,588,819 

40,387,650 

4,301,143 

3,611,372 

18,707,395 

0 

0 

0 

5,210,750 

44,799,017 

Total 

$82,596,379^ 

$50,009,767 

‘USSOCOM  reported  SCAMPI  as  National  Defense  rather  than  General  PP&E,  based  on  their 
interpretation  of  its  mission. 

^The  $83  million  is  the  audit  estimate  for  the  acquisition  cost  of  equipment  for  whieh 

USSOCOM  was  accountable  in  FY  2000.  We  were  not  able  to  calculate  depreeiation  to  arrive 
at  the  book  value  of  the  equipment.  Of  the  $83  million  acquisition  cost,  $79  million  was  not 
reported  on  the  FY  2000  DoD  Ageney-Wide  Financial  Statements. 

^  SCAMPI  is  a  closed  community  system  of  communications  nodes  used  to  transfer  command,  control, 
communications,  computers,  and  intelligence  data  between  USSOCOM  and  its  components  as  well  as  other 
Govermnent  agencies. 
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Summary 


USSOCOM  did  not  accurately  report  the  value  of  approximately  $1.2  billion  of  real 
property  in  the  finaneial  statement  data  that  it  sent  to  DFAS  Indianapolis.  As  a  result, 
on  the  DoD  Ageney-Wide  finaneial  statements,  the  $1.2  billion  value  of  the  real 
property  that  USSOCOM  oeeupied  was  refleeted  as  assets  of  the  Military  Departments 
rather  than  USSOCOM.  Beeause  of  the  eurrent  PP&E  Program  Management  Offiee’s 
efforts  to  ehange  the  preponderant  use  poliey,  we  are  not  making  reeommendations  on 
real  property  reporting  for  USSOCOM. 

In  addition,  neither  the  OUSD  (AT&L)  nor  USD(C)  issued  the  neeessary  guidanee  so 
that  USSOCOM  eould  aeeurately  report  its  personal  property.  Although  USSOCOM 
reported  $50  million  of  personal  property,  USSOCOM  should  have  reported  at  least 
$79  million  as  the  aequisition  eost  of  the  equipment  for  whieh  it  was  aeeountable.  In 
addition,  DFAS  did  not  use  USSOCOM  finaneial  data  for  personal  property  in 
generating  finaneial  statements.  As  a  result,  on  the  FY  2000  DoD  Ageney-Wide 
Finaneial  Statements,  USSOCOM  and  DFAS  Indianapolis  understated  the  amount  of 
the  USSOCOM  personal  property  by  approximately  $79  million. 

Management  Comments  on  the  Finding  and  Audit  Response 


The  Under  Secretary  of  Defense  (Comptroller)  Comments.  The  Under  Seeretary 
disagreed  with  our  assertion  that  the  U.S.  Speeial  Operations  Command  understated  the 
amount  of  real  property  that  it  oeeupied  by  approximately  $1.2  billion.  Aeeording  to 
the  Under  Seeretary,  the  Command  and  the  Military  Departments  properly  reported 
property  based  on  their  respeetive  speeial  operations  units. 

Audit  Response.  Based  upon  the  USD(C)  guidanee  that  was  eurrent  as  of  April  2000, 
USSOCOM  was  required  to  report  the  value  of  real  property  that  it  oeeupied. 
Consequently,  we  eonsider  the  finding  to  be  eorreet.  The  speeial  operation  units  that 
oeeupy  property  owned  by  the  Military  Departments  are  still  part  of  USSOCOM. 

Unless  the  guidanee  is  ehanged,  USSOCOM  should  report  all  real  property  where  it  is 
the  predominate  user  or  oeeupant. 

U.S.  Special  Operations  Command  Comments.  In  our  report,  we  stated  that  the 
Commander  did  not  report  SCAMPI  as  personal  property.  The  Commander  noted  that 
USSOCOM  reported  SCAMPI  as  National  Defense  rather  than  General  Property, 

Plant,  and  Equipment,  based  on  their  interpretation  of  its  primary  mission.  In  addition, 
the  Commander  noted  that  we  used  two  aeronyms  C4IAS  and  C4AIS.  The  eorreet 
aeronym  is  C4IAS. 

The  Commander  stated  that  in  Appendix  A,  “Management  Control  Program,”  we 
stated  that  the  management  eontrols  for  reporting  real  and  personal  property  were  not 
adequate  to  ensure  that  the  general  PP&E  information  was  properly  reported.  In 
response,  the  Commander  stated  that  to  properly  develop  management  eontrols,  elear 
eontrol  objeetives  are  required.  USSOCOM  will  establish  appropriate  eontrols  after  the 
USD(C)  finalizes  its  guidanee  on  PP&E. 
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Audit  Response.  We  corrected  our  report  to  state  how  SCAMPI  was  reported  and  to 
use  the  acronym  C4IAS.  We  also  agree  with  the  Commander’s  comments  on  the 
management  control  program. 

Recommendations,  Management  Comments,  and  Audit  Response 

1.  We  recommend  that  the  Office  of  the  Under  Secretary  of  Defense  for 
Acquisition,  Technology,  and  Logistics,  in  coordination  with  the  Under  Secretary 
of  Defense  (Comptroller),  revise  and  finalize  Draft  DoD  5000.nn-M,  “Property, 
Plant,  and  Equipment  Accountability,”  October  1999,  to  provide: 

a.  Definitions  for  distinguishing  between  the  property,  plant,  and 
equipment  of  Department  97  entities  such  as  the  U.S.  Special  Operations 
Command  and  the  Military  Departments. 

b.  Additional  clarification  of  general  property,  plant,  and 
equipment  and  the  mission  support  equipment  category  of  national  defense 
property,  plant,  and  equipment. 

c.  Criteria  on  accounting  for  and  reporting  automated  data 
processing  equipment. 

Management  Comments.  The  Under  Secretary  concurred  with  the  requirements  of 
the  recommendations  but  stated  that  the  DoD  Financial  Management  Regulation  should 
be  changed  to  effect  the  policy  changes,  not  the  Draft  DoD  5000. nn-M.  According  to 
the  Under  Secretary,  the  Draft  DoD  5000.rm-M’s  purpose  is  property  accountability 
guidance,  not  accounting  and  financial  statement  reporting  policy.  However,  the  Under 
Secretary  agreed  to  work  with  the  USD(C)  to  ensure  changes  are  made  to  the  DoD 
Financial  Management  Regulation. 

Audit  Response.  We  consider  the  management  comments  to  be  appropriate.  After 
further  review  of  the  Draft  DoD  5000. rm-M,  the  policies  that  the  draft  report  requested 
would  be  better  made  to  the  DoD  FMR.  The  Draft  DoD  5000. rm-M  refers  to  the  DoD 
Financial  Management  Regulation  for  any  policy  that  remotely  relates  to  the  financial 
statement  reporting. 

2.  We  recommend  that  the  Under  Secretary  of  Defense  (Comptroller),  in 
coordination  with  the  Office  of  the  Under  Secretary  of  Defense  for  Acquisition, 
Technology,  and  Logistics,  clarify  DoD  Regulation  7000. 14-R,  volume  4,  chapter  6, 
“Property,  Plant,  and  Equipment,”  August  2000,  to  provide: 
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a.  Definitions  for  distingnishing  between  the  property,  plant,  and 
eqnipment  of  Department  97  entities  snch  as  the  U.S.  Special  Operations 
Command  and  the  Military  Departments. 

Management  Comments.  The  Under  Seeretary  eoneurred  and  agreed  to  inelude 
language  to  more  elearly  assist  the  DoD  Components  in  identifying  what  organization 
should  report  speeifie  property,  plant,  and  equipment  in  subsequent  revisions  to  DoD 
Regulation  7000. 14-R,  volume  4,  ehapter  6,  “Property,  Plant,  and  Equipment.” 

b.  Additional  clarification  of  general  property,  plant,  and 
eqnipment  and  the  mission  snpport  eqnipment  category  of  national  defense 
property,  plant,  and  eqnipment. 

Management  Comments.  The  Under  Seeretary  partially  eoneurred  with  the  need  for 
additional  elarifieation  of  general  property,  plant,  and  equipment  and  the  mission 
support  equipment  eategory  of  national  defense  property,  plant,  and  equipment. 
However,  the  Under  Seeretary  does  not  want  to  issue  the  additional  guidanee  until  the 
Federal  Aeeounting  Standards  Advisory  Board  issues  its  new  Federal  aeeounting 
standard. 

Audit  Response.  We  eonsider  management  eomments  to  be  responsive.  We  agree  that 
the  Federal  Aeeounting  Standards  Advisory  Board  needs  to  deeide  whether  the  poliey 
on  property,  plant,  and  equipment  eategorization  needs  to  be  ehanged.  Onee  a  deeision 
is  made,  then  the  Under  Seeretary  ean  issue  additional  guidanee  based  on  the  new 
standard,  if  neeessary. 

c.  Criteria  on  accounting  for  and  reporting  automated  data 
processing  equipment. 

Management  Comments.  The  Under  Seeretary  eoneurred  and  agreed  to  inelude 
language  to  more  elearly  assist  the  DoD  Components  in  reporting  on  automated  data 
proeessing  equipment  in  subsequent  revisions  to  DoD  Regulation  7000. 14-R,  volume  4, 
ehapter  6,  “Property,  Plant  and  Equipment.” 

3.  We  recommend  that  the  Commander  in  Chief,  U.S.  Special  Operations 
Command,  develop: 

a.  An  infrastructure  that  facilitates  accurate,  consistent,  and  timely 
property,  plant,  and  equipment  reporting. 

Management  Comments.  The  Commander  eoneurred  and  agreed  to  develop  the 
infrastrueture  needed  for  aeeurate,  eonsistent,  and  timely  property,  plant,  and 
equipment  reporting.  The  Comptroller  has  already  aequired  the  eontraetual  support 
needed  to  define  the  plan.  However,  guidanee  from  the  Under  Seeretary  of  Defense  for 
Aequisition,  Teehnology,  and  Fogisties  and  the  Under  Seeretary  of  Defense 
(Comptroller)  is  needed  to  fully  implement  the  reeommendation. 

b.  Command  guidance  for  real  and  personal  property  reporting  to 
ensure  that  the  Command  is  able  to  provide  Defense  Finance  and  Accounting 
Center  Indianapolis  with  accurate,  consistent,  and  timely  data. 
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Management  Comments.  The  Commander  eoneurred  and  agreed  to  develop 
eommand  guidanee  for  real  and  personal  property  reporting.  Again,  to  take  eorreetive 
aetions,  Reeommendations  1.  and  2.  need  to  be  finalized. 
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Appendix  A.  Audit  Process 

Scope  and  Methodology 


Work  Performed.  In  this  financial-related  audit,  we  evaluated  the  management 
eontrols  assoeiated  with  USSOCOM  reporting  of  real  and  personal  property  on  the 
DoD  Ageney-Wide  finaneial  statements.  Speeifieally,  we  eoneentrated  on  the  proeess, 
proeedures,  and  support  for  the  amounts  of  property  reported  in  the  eonsolidated  ODO 
finaneial  statements  for  USSOCOM  and  subsequently  the  DoD  Ageney-Wide  finaneial 
statements.  During  the  eourse  of  this  audit  we  spoke  with  and  gathered  data  from 
DFAS,  and  USSOCOM  and  its  eomponents.  USSOCOM  eomponents  inelude 
USASOC,  NSWC,  and  AFSOC.  We  reviewed  PP&E  portions  of  the  FY  1999  and 
FY  2000  balanee  sheets  and  assoeiated  footnotes.  We  reeoneiled  the  finaneial 
statements  to  the  data  eall  results  and  we  reeoneiled  the  data  eall  results  to  the  property 
databases.  We  reviewed  polieies,  proeedures,  and  the  management  eontrols  over  the 
reporting  of  PP&E,  and  the  Annual  Statement  of  Assuranee.  Audit  analysis  showed 
that  for  FY  2000,  USSOCOM  was  the  preponderant  user  of  $1.2  billion  in  real 
property.  USSOCOM  also  had  personal  property  that  we  eonservatively  ealeulated  at 
about  $83  million,  $79  million  of  whieh  was  not  reported  on  the  FY  2000  DoD 
Ageney-Wide  Finaneial  Statements. 

DoD- Wide  Corporate-Level  Government  Performance  and  Resnlts  Act  Goals.  In 

response  to  the  Government  Performanee  and  Results  Aet,  the  Seeretary  of  Defense 
annually  establishes  DoD- wide  eorporate-level  goals,  subordinate  performanee  goals, 
and  performanee  measures.  This  report  pertains  to  the  following  goal,  subordinate 
performanee  goal,  and  performanee  measures. 

•  FY  2001  DoD  Corporate-Level  Goal  2:  Prepare  now  for  an  uneertain 
future  by  pursuing  a  foeused  modernization  effort  that  maintains  U.S. 
qualitative  superiority  in  key  war- fighting  eapabilities.  Transform  the  foree 
by  exploiting  the  Revolution  in  Military  Affairs,  and  reengineer  the 
Department  to  aehieve  a  21st  eentury  infrastrueture.  (Ol-DoD-2) 

•  FY  2001  Subordinate  Performance  Goal  2.5:  Improve  DoD 
finaneial  and  information  management.  (Ol-DoD-2.5) 

•  FY  2001  Performance  Measure  2.5.1:  Reduce  the  number  of 
noncompliant  accounting  and  financial  systems.  (Ol-DoD-2.5.1) 

•  FY  2001  Performance  Measure  2.5.2:  Achieve  unqualified 
opinions  on  financial  statements.  (Ol-DoD-2.5.2) 

DoD  Functional  Area  Reform  Goals.  Most  major  DoD  functional  areas  have  also 
established  performance  improvement  reform  objectives  and  goals.  This  report  pertains 
to  achievement  of  the  following  functional  area  objective  and  goal. 

•  Financial  Management  Area.  Objective:  Strengthen  internal  controls. 
Goal:  Improve  compliance  with  the  Federal  Managers’  Financial  Integrity 
Act.  (FM-5.3) 
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General  Accounting  Office  High-Risk  Area.  The  General  Aeeounting  Offiee  has 
identified  several  high-risk  areas  in  DoD.  This  report  provides  eoverage  of  the 
Finaneial  Management  high-risk  area. 

Use  of  Computer-Processed  Data.  To  achieve  the  audit  objectives,  we  relied  on 
computer-processed  data  in  several  systems.  We  relied  on  the  data  from  the  Standard 
Property  Book  System-Revised  for  the  Army,  the  Table  of  Allowance  for  the  Navy, 
and  AFEMS  for  the  Air  Force.  We  did  not  test  the  reliability  or  accuracy  of  these 
property  databases.  However,  we  were  able  to  provide  conclusions  and 
recommendations  based  on  the  data. 

Audit  or  Evaluation  Type,  Dates,  and  Standards.  We  performed  this  financial- 
related  audit  from  May  2000  through  April  2001  in  accordance  with  auditing  standards 
issued  by  the  Comptroller  General  of  the  United  States,  as  implemented  by  the 
Inspector  General,  DoD.  We  did  our  work  in  accordance  with  generally  accepted 
Government  auditing  standards  except  that  we  were  unable  to  obtain  an  opinion  on  our 
system  of  quality  control.  The  most  recent  external  quality  control  review  was 
withdrawn  on  March  15,  2001,  and  we  will  undergo  a  new  review. 

Contacts  During  the  Audit.  We  visited  or  contacted  individuals  and  organizations 
within  the  DoD.  Further  details  are  available  on  request. 

Management  Control  Program  Review 


DoD  Directive  5010.38,  “Management  Control  (MC)  Program,”  August  26,  1996,  and 
DoD  Instruction  5010.40,  “Management  Control  (MC)  Program  Procedures,” 

August  28,  1996,  require  DoD  organizations  to  implement  a  comprehensive  strategy  for 
management  controls  that  provides  reasonable  assurance  that  programs  are  operating  as 
intended  and  to  evaluate  the  adequacy  of  the  controls. 

Scope  of  the  Review  of  the  Management  Control  Program.  We  reviewed  the 
adequacy  of  USSOCOM  management  controls  over  the  reporting  of  general  PP&E  on 
the  DoD  Agency-Wide  financial  statements.  Specifically,  we  reviewed  USSOCOM 
management  controls  over  the  flow  of  property  data  between  the  base  level  information 
systems,  the  data  call  results,  and  the  financial  statements.  We  also  reviewed  the 
management  controls  over  the  data  call  process  for  reporting  personal  property  to 
DFAS  Indianapolis  and  the  USSOCOM  FY  2000  Annual  Statement  of  Assurance.  The 
USSOCOM  management  had  not  completed  a  self-evaluation  process  applicable  to 
those  controls. 

Adequacy  of  Management  Controls.  We  identified  material  management  control 
weaknesses  for  USSOCOM  as  defined  by  DoD  Instruction  5010.40.  USSOCOM 
management  controls  for  reporting  real  and  personal  property  were  not  adequate  to 
ensure  that  the  general  PP&E  information  recorded  in  the  property  systems  of 
USSOCOM  and  its  components  was  reported  on  the  ODO  and  DoD  Agency-Wide 
financial  statements.  A  copy  of  the  report  will  be  provided  to  the  senior  official 
responsible  for  management  controls  in  the  Office  of  the  Comptroller,  USSOCOM. 


18 


Adequacy  of  Management’s  Self-Evaluation.  USSOCOM  officials  did  not  identify 
financial  reporting  of  property,  plant,  and  equipment  as  an  assessable  unit  and, 
therefore,  did  not  identify  or  report  the  material  management  control  weaknesses 
identified  by  the  audit. 

Prior  Coverage 

No  prior  coverage  has  been  conducted  on  the  subject  during  the  past  5  years. 
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Appendix  B.  Report  Distribution 


Office  of  the  Secretary  of  Defense 

Under  Secretary  of  Defense  for  Acquisition,  Technology,  and  Logistics 
Under  Secretary  of  Defense  (Comptroller) 

Deputy  Chief  Financial  Officer 
Deputy  Comptroller  (Program/Budget) 

Director  for  Accounting  Policy 


Department  of  the  Army 

Assistant  Secretary  of  the  Army  (Financial  Management  and  Comptroller) 
Auditor  General,  Department  of  the  Army 


Department  of  the  Navy 

Assistant  Secretary  of  the  Navy  (Manpower  and  Reserve  Affairs) 
Naval  Inspector  General 

Commander,  Naval  Facilities  Engineering  Command 
Auditor  General,  Department  of  the  Navy 


Department  of  the  Air  Force 

Assistant  Secretary  of  the  Air  Force  (Financial  Management  and  Comptroller) 
Auditor  General,  Department  of  the  Air  Force 


Unified  Combatant  Commands 

Commander  in  Chief,  U.S.  Special  Operations  Command 


Other  Defense  Organizations 

Director,  Defense  Finance  and  Accounting  Service 

Director,  Defense  Finance  and  Accounting  Service  Indianapolis 
Director,  Joint  Staff 


Non-Defense  Federal  Organizations  and  Individuals 

Office  of  Management  and  Budget 
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Congressional  Committees  and  Subcommittees,  Chairman  and 
Ranking  Minority  Member 

Senate  Committee  on  Appropriations 

Senate  Subeommittee  on  Defense,  Committee  on  Appropriations 
Senate  Committee  on  Armed  Serviees 
Senate  Committee  on  Governmental  Affairs 
House  Committee  on  Appropriations 

House  Subeommittee  on  Defense,  Committee  on  Appropriations 
House  Committee  on  Armed  Serviees 
House  Committee  on  Government  Reform 

House  Subeommittee  on  Government  Effieieney,  Finaneial  Management,  and 
Intergovernmental  Relations,  Committee  on  Government  Reform 
House  Subeommittee  on  National  Seeurity,  Veterans  Affairs,  and  International 
Relations,  Committee  on  Government  Reform 
House  Subeommittee  on  Teehnology  and  Proeurement  Poliey,  Committee  on  Government 
Reform 


21 


22 


Under  Secretary  of  Defense  for  Acquisition, 
Technology,  and  Logistics  Comments 


OFFICE  OF  THE  UNDER  SECRETARY  OF  DEFENSE 

3000  DEFENSE  PENTAGON 
WASHINGTON.  DC  20301-3000 


ACQUfSmON. 
TVCHNOLOQy 
AND  LOOISTIC6 


EXECUTIVE  SUMMARY 

MEMORANDUM  FOR  DIRECTOR,  ACQUISITION  RESOURCES  AND  ANALYSIS 
FROM:  DEPUTY  DIRECTOR,  PROPERTY,  PLANT  AND  EQUIPMSTT  POLIC 

SUBJECT: 


4; 


2s  m 


Department  of  Defense  Inspector  General  Draft  Audit  Report,  “United  States 
Special  Operations  Command’s  Reporting  of  Real  and  Personal  Property  Assets," 
April  27,  2001  (Project  No.  D2001FH-0044.0Q1) 

DISCUSSION: 

•  The  Director,  Finance  and  Accounting  Directorate,  Office  of  the  Inspector  General  (OIG), 
requested  comments  on  the  subject  draft  audit  report. 

•  The  report  contains  one  recommendation  directed  to  the  Under  Secretary  of  Defense 
(Acquisition,  Technology  and  Logistics).  The  report  recommends  that  the  USD(Ar&L)  in 
coordination  witli  tlic  Under  Secretary  of  Defense  (Comptroller)  provide  more  dcllnitive 
policy  guidance  to  (1)  distinguish  between  property,  plant  and  equipment  for  entities  such  as 
the  U  S.  Special  Operations  Command  and  the  Military  Departments;  (2)  clarify  general 
property,  plant  and  equipment  from  the  mission  support  equipment  category  of  national 
defense  property,  plant  and  equipment;  and  (3)  account  for  and  report  automated  data 
processing  equipment. 

•  The  report  makes  the  same  recommendation  to  the  Under  Secretary  of  Defense 
(Comptroller).  Issuing  additional  policy,  as  recommended  by  the  OIG.  should  be  and  will  be 
accomplished  by  modifying  the  “DoD  Financial  Management  Regulation,"  which  was 
acknowledged  in  the  OUSD(C)  response  also  prepared  by  this  office. 

•  The  attached  proposed  response  concurs  with  the  recommendation,  but  Indicates  that  the 
policy  changes  should  be  made  to  the  “DoD  Financial  Management  Regulation.” 

RECOMMENDATION:  Sign  the  attached  memorandum. 


G 


23 


OFFICE  OF  THE  UNDER  SECRETARY  OF  DEFENSE 

3<XX3  DEFENSE  PENTAGON 
WASHINGTON,  DC  20301-3000 


1 6  m  20I1I 


MEMORANDUM  FOR  DIRECTOR,  FINANCE  AND  ACCOUNTING  DIRECTORATE, 
OFFICE  OF  THE  DEPARTMENT  OF  DEFENSE  INSPECTOR 
GENERAL 

SUBIECT:  Department  of  Defense  Inspector  General  Draft  Audit  Report,  “United  States 

Special  Operations  Command’s  Reporting  of  Real  and  Personal  Property  Assets,” 
April  27,  2001  (Project  No.  D2001FH-0044.001) 


This  memorandum  is  in  response  to  your  request  for  comments  on  the  subject  draft  audit 

report. 

The  draft  report  provides  two  recommendations  that  are  identical  except  that  one  is 
directed  to  the  Office  of  the  Under  Secretary  of  Defense  (Acquisition,  Technology  and  Logi.stics) 
and  the  second  is  directed  to  the  Office  of  the  Under  Secretary  of  Defense  (Comptroller) 
(OUSD(C)).  The  same  recommendation  is  directed  to  both  offices  because  the  Office  of  the 
Inspector  General  recommends  modifying  both  the  Draft  DoD  5000.nn-Ivf,  “Property,  Plant  and 
Equipment,”  and  the  “DoD  Financial  Management  Regulation”  (DoD  7000. 14-R), 

This  office  concurs  with  the  recommended  policy  changes,  but  does  not  agree  that  such 
changes  should  be  made  to  the  Draft  DoD  5000.nn-M,  “Property,  Plant  and  Equipment,”  because 
this  document  serves  a  different  purpose  (i.e.,  property  accountability  guidance  and  not 
accounting  and  financial  statement  reporting  policy).  Rather,  such  policy  changes  should  be 
made  to  the  “DoD  Financial  Management  Regulation.”  Accordingly,  this  office  will  work  with 
the  OUSD(C)  to  ensure  that  such  changes  are  made. 

This  office  appreciates  the  opportunity  to  comment  on  the  draft  report.  The  point  of 
contact  for  this  matter  is  Mr.  Michael  Powers.  Mr.  Powers  may  be  reached  by  e-mail: 
powersm@osd.pentagon.mil  or  by  telephone  at  (703)  697-4517. 

NancjCSpruill  v 
Director,  Acquisition  Resources 
and  Analysis 


ACQUISITION, 
TCCHNOLOGY 
AND  LOGISTICS 
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Under  Secretary  of  Defense  (Comptroller) 
Comments 


OFFICE  OF  THE  UNDER  SECRETARY  OF  DEFENSE 

1  1  OO  DEFENSE  PENTAGON 
WASHINGTON,  DC  20301-1  100 

JUN  2  7  2001 


MEMORANDUM  FOR  DIRECTOR,  FINANCE  AND  ACCOUNTING  DIRECTORATE, 
OFFICE  OF  THE  DEPARTMENT  OF  DEFENSE  INSPECTOR 
GENERAL 

SUBJECT:  Department  of  Defense  Inspector  General  Draft  Audit  Report,  “United  States 

Special  Operations  Command’s  Reporting  of  Real  and  Personal  Property  Assets,” 
April  27,  2001  (Project  No.  D2001FH-0044.001) 


This  memorandum  is  in  response  to  your  request  for  eomments  on  the  subjeet  draft  audit 
report.  Specific  comments  applicable  to  the  recommendations  are  contained  in  the  attachment. 

The  draft  report  states  that  the  U.S.  Special  Operations  Command  (USSOCOM)  did  not 
accurately  report  the  value  of  its  real  property  in  the  F  Y  2000  financial  statements,  and  as  a 
result,  understated  the  amount  of  the  real  property  that  it  occupied  by  approximately  $1.2  billion. 
This  office  does  not  agree  with  the  assertion  that  USSOCOM  failed  to  report  real  property  that  it 
should  have  reported.  Consistent  with  current  Department  of  Defense  guidance,  the  USSOCOM 
and  the  Military  Departments  reported  real  property  occupied  by  their  respective  special 
operations  units.  (For  example,  real  property  housing  Army  special  operation  forces  at 
Fort  Bragg  was  reported  by  the  Army  while  USSOCOM  Headquarters  real  property  was  reported 
by  USSOCOM.  Also,  as  the  noted  in  the  subject  audit  report,  the  DoD  Agency-Wide  Financial 
Statements  were  not  understated.  More  detailed  comments  on  the  specific  recommendations  are 
attached. 

The  USD(C)  appreciates  the  opportunity  to  comment  on  the  draft  report.  The  point  of 
contact  for  this  matter  is  Mr.  Michael  Powers.  Mr.  Powers  may  be  reached  by  e-mail: 
powersm@osd.pentagon.mil  or  by  telephone  at  (703)  697-4517. 


Nelson  Toye  / 
Deputy  Chief  Financial  Officer 


Attachment 
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OFFICE  OF  THE  UNDER  SECRETARY  OF  DEFENSE  (COMPTROLLER) 

“United  States  Special  Operations  Command’s 
Reporting  of  Real  and  Personal  Property  Assets,” 

(Project  No.  D2001FH-0044.001) 

***** 


RECOMMENDATION :  We  recommend  that  the  Under  Secretary  of  Defense  (Comptroller)  in 
coordination  with  the  Office  of  the  Under  Secretary  of  Defense  for  Acquisition,  Technology,  and 
Logistics,  clarify  DoD  Regulation  7000. 14-R,  Department  of  Defense  Financial  Management 
Regulation  (“DoDFMR”),  Volume  4,  Chapter  6  “Property,  Plant  and  Equipment,”  August  2000, 
to  provide: 

a.  Definitions  for  distinguishing  between  the  property,  plant  and  equipment  of 
Department  97  entities  such  as  the  U.S.  Special  Operations  Command  and  the  Military 
Departments. 

b.  Additional  clarification  of  general  property,  plant  and  equipment  and  the  mission 
support  equipment  category  of  national  defense  property,  plant  and  equipment. 

c.  Criteria  on  accounting  for  and  reporting  automated  data  processing  equipment. 


OFFICE  OF  THE  USD(C)  RESPONSE: 

Recommendation  a.  The  Under  Secretary  of  Defense  (Comptroller)  plans,  in  a  subsequent 
revision  of  Chapter  6,  “Property,  Plant  and  Equipment,”  of  Volume  4  of  the  DoD  Financial 
Management  Regulation,  to  include  language  to  more  clearly  assist  the  DoD  Components  in 
identifying  what  organization  should  report  specific  property,  plant  and  equipment. 

Recommendation  b.  As  the  Office  of  the  Inspector  General  is  aware,  the  Federal  Accounting 
Standards  Advisory  Board  (FASAB)  is  considering  a  change  in  National  Defense  Property,  Plant 
and  Equipment  reporting  requirements.  This  office  does  not  issue  believe  it  beneficial  to  issue 
additional  guidance  addressing  General  Property,  Plant  and  Equipment  and  the  mission  support 
equipment  category  of  National  Defense  Property,  Plant  and  Equipment  until  the  FASAB  issues 
its  new  federal  accounting  standard.  Issuing  additional  guidance  prior  to  the  issuance  of  the  new 
FASAB  standard  would  be  premature  and  could  be  confusing  and  require  further  changes. 

Recommendation  c.  The  Under  Secretary  of  Defense  (Comptroller)  plans,  in  a  subsequent 
revision  of  Chapter  6,  “Property,  Plant  and  Equipment,”  of  Volume  4  of  the  DoD  Financial 
Management  Regulation,  to  include  language  to  more  clearly  assist  the  DoD  Components  in 
reporting  on  automated  data  processing  equipment. 


Attachment 
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United  States  Special  Operations  Command 
Comments 


UNITED  STATES  SPECIAL  OPERATIONS  COMMAND 
7701  TAMPA  POINT  BLVD. 

MACDILL  AIR  FORCE  BASE,  FLORIDA  33621-5323 

JUN  2  5  2001 

SORR-C 


MEMORANDUM  FOR:  INSPECTOR  GENERAL,  DEPARTMENT  OF  DEFENSE,  400 
ARMY  NAVY  DRIVE,  ARLINGTON,  VA  22202-4704 

SUBJECT:  DODIG  Draft  Audit  Report,  “USSOCOM’s  Reporting  of  Real  and  Personal 
Property  Assets  on  the  FY  2000  DOD  Agency-Wide  Financial  Statements” 


1.  The  purpose  of  this  memorandum  is  to  provide  responses  to  the  DODIG  Draft  Audit  Report, 
“USSOCOM’s  Reporting  of  Real  and  Personal  Property  Assets  on  the  FY2000  Agency-Wide 
Financial  Statements.” 

2.  The  consolidated  responses  of  the  Center  for  Force  Structure,  Resources,  and  Strategic 
Assessments  (SORR),  the  Center  for  Special  Operations  Intelligence  and  Information  Operations 
(SOIO),  and  the  Center  for  Special  Operations  Acquisition  and  Logistics  (SOAL)  to  the  subject 
DODIG  draft  audit  report  findings  and  recommendations  follow: 

a.  Recommendations  1  and  2  for  the  Office  of  the  Under  Secretary  of  Defense  (USD)  for 
Acquisition,  Technology,  and  Logistics  (ATL)  and  USD  (Comptroller)  to  provide  definitions, 
clarification,  and  reporting  criteria  to  differentiate  USSOCOM  property,  plant,  and  equipment 
from  that  of  the  Military  Departments. 

Response:  Concur. 

b.  Recommendation  3a.  USSOCOM  developed  an  infrastructure  that  facilitates  accurate, 
consistent,  and  timely  property,  plant,  and  equipment  reporting. 

Response:  Concur.  As  the  report  stated,  USSOCOM  already  instituted  planning  to 
baseline  its  inventory  reporting  requirements.  The  USSOCOM  Comptroller  acquired  contract 
support  to  define  the  roadmap.  Although  included  under  the  discussion  of  ADP  equipment  on 
page  10  of  the  Draft  Audit  Report,  the  process  cited  applies  to  all  USSOCOM  reportable 
property,  plant,  and  equipment.  The  architecture,  process,  data  flow,  support  policy,  and  the  cost 
to  implement  the  infrastructure  depend  specifically  on  the  guidance  provided  by  USD  (AT&L) 
and  USD  (Comptroller)  in  response  to  Recommendations  1  and  2  of  the  Draft  Audit  Report.  We 
can.proceed  with  a  definitive  infrastructure  design  and  develop  milestones  when  that  guidance  is 
received. 
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SORR-C 

SUBJECT:  DODIG  Draft  Audit  Report,  “USSOCOM’s  Reporting  of  Real  and  Personal 
Property  Assets  on  the  FY  2000  DOD  Agency-Wide  Financial  Statements” 

c.  Recommendation  3b.  USSOCOM  develop  command  guidance  for  real  and  personal 
property  reporting  to  ensure  that  the  Command  is  able  to  provide  Defense  Finance  and 
Accounting  Center  Indianapolis  with  accurate,  consistent,  and  timely  data. 

Response:  Concur.  Command  guidance  will  be  developed  and  issued  throughout 
USSOCOM  and  its  service  components  once  the  corrective  actions  to  Recommendations  1  and  2 
of  the  Draft  Audit  Report  have  been  finalized. 

d.  Appendix  A.  Management  Control  Program  (Adequacy  of  Management  Controls): 
USSOCOM  management  controls  for  reporting  real  and  personal  property  were  not  adequate  to 
ensure  that  the  general  PP&E  information  recorded  in  the  property  systems  of  USSOCOM  and 
its  components  was  reported  on  the  ODO  and  DOD  Agency-Wide  Financial  Statements. 

Response:  Clear  control  objectives  are  required  to  develop  adequate  control  systems.  As 
the  audit  report  stated  numerous  times,  USD  has  not  provided  clear  PP&E  reporting  guidance  to 
USSOCOM,  effectively  impairing  the  Comptroller’s  ability  to  develop  adequate  control  systems. 
Once  corrective  actions  to  Recommendations  1  and  2  of  the  Draft  Au^t  Report  have  been 
finalized,  USSOCOM  will  establish  appropriate  controls  for  ensuring  that  general  PP&E 
information  is  properly  recorded  and  reported  on  the  ODO  and  DOD  Agency-Wide  Financial 
Statements. 

e.  Other  management  comments: 

(1)  Finding  in  Section  on  USSOCOM  Personal  Property  Reporting,  page  12,  second 
paragraph  and  Table  3:  USSOCOM  did  not  report  SCAMPI  (not  an  acronym). 

Response:  USSOCOM  reported  SCAMPI  as  National  Defense  rather  than  General 
Property  Plant  and  Equipment,  based  on  our  interpretation  of  its  primary  mission. 

(2)  Page  8,  this  paragraph  uses  two  acronyms  C4IAS  and  C4AIS.  The  correct  acronym 
used  throughout  should  be  C4IAS. 

ELAINE  S.  KINGSTON 
Comptroller 

CF: 

SOIG-A 

SORR-C 

SOAL-M 

SOAL-L 

SOIO-B 

SOCS-EN 
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Revised, 
Page  12 

Revised, 
Page  9 
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Audit  Team  Members 

The  Finance  and  Accounting  Directorate,  Office  of  the  Assistant  Inspector  General  for 
Auditing,  DoD,  prepared  this  report.  Personnel  of  the  Office  of  the  Inspector  General,  DoD, 
who  contributed  to  the  report  are  listed  below. 

Paul  J.  Granetto 
Richard  B.  Bird 
David  F.  Vincent 
Barbara  A.  Sauls 
Elizabeth  A.  Lucas 
H.  Ronald  Tollefson 
Kenneth  A.  Weron 
Brett  A.  Mansfield 
Timothy  M.  Nelson 
Leon  D.  Bryant 
Christopher  A.  Ulrich 
Crystal  A.  Oliver 
Lisa  C.  Rose-Pressley 


